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COMMONWEALTH OF KENTUCKY 

BEFORE THE PUBLIC SERVICE KINNISSION 

In the Matter of: 

NICHOLAS COUNTY 

ALLEGED VIOLATION OF KRS 278.020 
AND KRS 278.160 

) 
) 
) CASE NO. 
) 93-082 

O R D E R  

On September 20, 1992, Commission Staff investigated Nicholas 

County Water Works ("Nicholas Water"), located in the Moorefield 

Road area, Nicholas County, Kentucky, after receiving notification 

from a concerned citizen that Nicholas Water was a water utility 

operating outside the city of Carlisle's corporate limits. The 

Commission had no knowledge of Nicholas Water prior to this 

investigation. A copy of the investigation report is attached 

hereto as Appendix A. 

A. V. "DOC" Allison, superintendent of Nicholas Water, stated 

the water system was originally constructed by the Nicholas County 

Fiscal Court in 1950 to serve a hospital in the Moorefield Road 

area of Nicholas County. According to Mr. Allison, the residents 

along Moorefield Road, who live outside the city of Carlisle's city 

limits, asked the Nicholas County Fiscal Court if they could 

connect to this water line. The Fiscal Court agreed to allow these 

residents to connect to the water main if they would bear the cost 

of running the water line. Nicholas Water now has 94 customere, 

all of whom are metered. 



Mr. Allison receives a salary in the amount of $1.50 per meter 

per month. He gives all funds received for water service to Wanda 

Dotson, the Nicholas County Treasurer, and reports all of Nicholas 

Water's activities to Nicholas County Fiscal Court and the County 

Judge/Executive. Tommy Crawford receives a salary of $50 per month 

for reading the meters. 

Nicholas Water bills its customers $6.80 for the first 1,000 

gallons and 25 cents for each additional 100 gallons. Customers 

pay a 3 percent utilities tax on the water billed. 

On March 15, 1993, the Commission issued an Order in this case 

directing Nicholas Water to appear at a hearing scheduled April 22, 

1993 to show cause why i t  should not be penalized pursuant to KRS 

278.990 and KRS 278.160 for operating as a utility without 

obtaining a Certificate of Public Convenience and Necessity from 

the Commission or filing tariffs with the Commission. Mr. Allison 

signed the certified mail receipt but did not appear at the 

hearing. Nicholas County is ultimately responsible for Nicholas 

Water as it receives all revenue amounts collected that exceed the 

salaries of Mr. Allison and Mr. Crawford. 

Accordingly, the Commission finds that a prima facie case has 

been established that Nicholas Water is a utility pursuant to KRS 

278.010(3)(d) and that Nicholas County failed to obtain a 

certificate from the Commission prior to collecting compensation 

for providing utility service in violation of KRS 278.020 and KRS 

278.160. 

-2- 



IT IS THEREFORE ORDERED that: 

1. Nicholas County, through a properly authorised 

representative, shall appear a t a  public hearing scheduled for July 

27, 1993 at 1O:Oo a.m., Eastern Daylight Time, in Hearing Room 1 of 

the Commission's offices at 730 Schenkel Lane, Frankfort, Kentucky, 

for the purposes of showing cause, if any he can, why Nicholas 

County should not be penalized pursuant to KRS 278.990 for 

allegedly violating KRS 278.020 and KRS 278.160. 

2. Any motion requesting an informal conference with 

Commission Staff shall be filed by July 13, 1993. 

3. Nicholas County shall immediately stop charging for any 

and all utility services provided by Nicholas Water within the 

Commonwealth of Kentucky. 

Done at Frankfort, Kentucky, this 24th day of June, 1993. 

PUBLIC SERVICE COMMISSION 

ATTEST: 

- Q y M a L  
Execut ve D rector 



Commonworlth of Kontucky 
Publlc 8orvlco Commlsnlon 

UNAOTBORIZED UTILITY IWEOTIOATION REPORT 

NlChOlAE County W A t O r  Works 
Carllolo, Kontucky 

On Saptombar 28, 1992, an Invastlgatlon war mads of tho 

Moorefleld Road area, Nlcholer Counly, Kontuuky. Thla inVctUtl- 

qation wan performed pursuant to notiflcatlon by a concerned 

citizen oe NIcholAn County to the Publlc BerViCO COtlWll8~iUn 

("Commieeion") that Nlcholoe County Water Work8 wan a Water u t i l i t y  

operating outside the city of Carllnlo'n corporate llmlts. 'l'ho 

Commission having no knowlodge of thia water eyatam decided to 

investiqato Nlcholae County Wator Work8 ("Nlcholan WUtUK") to 

evaluate the poesiblllty of lt bacomlnp a utility under the 

authority of the Commleslon. This invertlgatlon Was conducted by 

K. Michael Newton of the Commlsmion staff with Information provided 

by A .  V .  "Doc" Allison, superintendent of Nicholas Water. 

Invertlgatlon 

Commission staff talkod to DOC Alliron about this Water 

system. Doc Alllnon etator the water oystem W 8 6  originally 

constructed by the Nlcholas County FiBCAl Court in 1950 to serve II 

hospital ln the Mooreflold Road area of Nlchohs County. Tho 

resident6 along Mooreflold Road, who llvrd outsldo the city Of 

CarllSle'tl City lhIitSr Asked thr NlChOlAS County PiECAl Court if 

they could connect to thlr watrr llno. Nlcholas County Plrcal 

Court agreed to allow thole rorldonto to connoct to the Wator nuin 
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I f  they would bear the coot of running the water line. Nicholan 

Water now has 94 customers. All customers are metered. 

Nicholas Water purchases Its water via A 4-lnch ITIaSter mater 

located at the city of CArliSle'a corporate llmita on Moorefield 

Road (Highway 36). The water eystem COnSistII Of apprOXim.tOly 

2,600 feet of  4-inch transit pipe, 1,500 feet of 4-lnch PVC pipa, 

and various lengths of galvanized and copper pipu. Doc A l l l u o n  dld 

not know the average water pressure In the distribution system. 

Doc Allloon has been the auperlntendent of Nicholas Water 

since ito conotruction. Ile recolvi3ti a salary i n  the aiiiount ut 

$1.50 per meter per month. Doc Allison sends uut diid cullauLu rrll 

water bills €or Nlcholas Water. He turns these funds over to 

Nicholas County Treasurer, Wanda Dotson. Doc Allison reports a l l  

Nicholas Water's activltles to Nicholas County Fiscal Court and 

Ccunty Judge, Reese Smoot. DOC Allison states a l l  Water meters are 

read on a monthly basis by Tommy crawford. Tommy Crawford receives 

a Salary Of $50 per month. 

Doc Allison is not certified by Natural Resources Division of 

Water as a distribution operator. Tommy Crawford is certified as 

a distribution operator with a 2D cuctificate with the city of 

Carllsle. In addition, Natural ~esources and Environmental 

Protection Cabinet's Division of Water has no record of Nicholas 

Water nor of it taking and testing representative water samplem. 

Nicholan Water bills Its cuntomors 56.80 for the first 1,000 

gallons and 25 cents for each additional 100 gallons afterward6. 
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Thane cumtomorr pay a 3 #  utl?ltlos thx un tho vaLur blllod. 

of a wator blll Is attachrd. 

A I:UW 

Conolumlon. 

Thla Invaatlgation concluder th d L  the Nluholar CCUnty Vloudl 

Court, owns, controlr, and oporator u wutor uyutoln In euuI.uIIt 

Nlcholam County ured in dlrtrlbuting wator to the pub110 for 
compenratlon. Thorororo, acoordinp to KRB 278.010(3)(d), Nioho1.n 

County Fiscal Court oporator a wator utility d/b/a NlchOlt4# County 

Water Workr and would bo a utlllty eubjoct to tho jurlsdlctlon Of 

the Publlc Servlcr Commirrion in tho oame manner and to the same 

extent as any other utility. 

Submitted, 
Octobor l r  1992 
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c a m ,  Kentucky-Amorlcan alleges that I t  lr promrturo to rovlow its 
future conatructlon plans In thls oane. 

Although the balance In tho Conrtruotlon Work In Propreso 

account Cor tho forecalrtod tort yoar in thls oaso inoludor 

approxlmately $1.18 mllllon attrlbutabla to tha propolrod plpollne, 

Kentucky-Amerlcan ackncwledges that thlr projoot lr not the h a r t  

oostly altornatlve L'cr eatlsfying Its futuro rupply noeds. 

However, Kentucky-Amerlcan argue6 that the focur in thlo oaao 

nhould be on whether It: lo rearonablo to oontlnue purrulng tho 

pigellne as one, but not the exclusive, alternative to mest its 

futuro supply needn. Kentucky-Amerlcan further ntater that i f  the 

laeues aurroundlng lte proponed plpelino aro not llmited to the 

propoaed expsndlturea fo r  dealgn and rlght-of-way option 

acqulsltlon durlng tho forecanted tort year, but are expanded to 
lnclude a l l  facets of the projact, addltlonal tertlmony from new 

wltnesaea wlll be needed. Kentucky-Amerlcsn conoluder ltr rerponro 

by movlng tho Commlsalon Cor authorlty to mubmlt it0 additional 

testimony at the hearing wlthout 6ubmltting written, propared 

teatimony. 

Tho Attorney General'e office, Utllity and Rate Intervention 

Dlvlaion ( " A C " ) ,  flled a response ln support of Talwalkar'r motion. 

Tho AG argues tho proposed Lexington-to-Louisvllle pipeline 

permeates every aspect of thls rate ca6o and, having been put in 

ielrue by Kentucky-American, any testlmony touahing upon the 

plpcllne ahould be coneldered by the C ~ l B S ~ O n .  The A0 

characterizes the teetlmony requested from Natural Resouraos as 
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"neutral," and concludes that it should be compellod. Although the 

ACI supports presentation of all testimony on the pipeline, ho 

argues that it would be prejudicial to waive tho requirement that 

i t  be in written form and diotrlbuted prior to the hearing. 

Based on the motion, the responnen, and being advinmd, the 

Commission finds that good cause has not been shown to juntify 

compelling Natural Resourcee to provide expert testimony on reportn 
prepared by others and opinions as to the futuro action0 of 

leglalatlve and administrative bodies. Natural Resourcee i n  not a 

party to this caae nor has it been retained by a party. Due to its 

statutory reagonsibility to review and rule upon applicationn for 

withdrawals of water from the Kentucky River, an argument could be 

made that Natural ReBOUrCeS may not be a disinterested, neutral 

participant. In any event, the Commission finds a motion to compel 

expert testimony cC a state agency in a proceeding to which that 

agency is not a participant to be extraordinary in nature. As 

Natural Resourcm neither prepared nor hae first hand knowledge of 

the engineering studies that impact water withdrawals from the 

Kentucky River, Natural Resourcee should not be required to provide 

expert testimony. 

The records requeeted from the River Authority, being eubject 

to the Open Record6 Act, can be obtained by Talwalkar directly from 

the River Authority. 

The Conmiasion further finds that while this ie not a 
certificate case, Kentucky-American has put into ieeue the need for 

a future source of supply and the reaeonablenens of a Laxington-to- 
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Louisville pipeline to satisPy that need. Conrequantly, the 

Commission will coneider any evidence oPPered by the parties on 

this issue. However, due to the need to allow parties sufficient 

timo to prepare for the hearing scheduled on June 30, 1993, 

Kentucky-American's request to diapense with the requirement that 

ita testimony on the pipeline be Piled in written, prepared form 

should be denied. 

IT 16 THEREFORE ORDERED that8 

1. Talwalkar's motion to compel tentimony of Natural 

Resources and the records of the River Authority be and it hereby 

is denied. 

2. Kentucky-American'e motion to file testimony at the 

hearing on the issue of source oP supply options, rather than 

filing euch testimony in written, prepared form, be and It hereby 

is denied. 

Dono at Frankfort, Kentucky, this 24th day of June, 1993. 

PUBLIC SERVICE COMMISSION 

(Not Participating) / 

Vice Chairman 

- ,  
Executive Director 


